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INTERSTATE COMMERCE COMMISSION
Public comment on what issues the Railroad Accounting Principles Board should address
and their relationship to cost accounting principles is the subject of a recent
solicitation by the Board (see the 2/20/85 Fed. Reg., p. 7153). Prior to the ICC’s
promulgation of rules to implement and enforce principles established by the Board,
a list of issues to be addressed will be developed. Interested parties are invited
to participate in this process by submitting their views. Comments are requested
by 4/15/85. For further information contact Charles Yager at 275-1633.
Elimination of the uniform system of accounts for Class I and Class II common and con
tract motor carriers of property has recently been proposed by the ICC (see the
2/21/85 Fed. Reg., pp. 7201-02). Additionally, the Commission seeks to revise the
periodic reporting requirements by proposing a new condensed report to replace the
current comprehensive annual and quarterly report forms. This new report will be
applicable only to Class I common motor carriers. Comments are requested by 4/8/35
For further information contact Andrew Lee at 202/275-7448.

TREASURY, DEPARTMENT OF
A revision of Temporary and proposed regulations affecting the contemporaneous record
keeping requirement for automobiles and certain other vehicles, has been issued
by the IRS (see the 2/20/85 Fed. Reg., pp. 7038-47). In respect to log entries,
the user name must be listed if he is other than the person who generally uses the
property. When mileage is a measure of use, it can be listed in miles or odometer
readings. Only one log entry is required where there is a round trip or an uninter
rupted business use. De minimis personal use, including lunch stops, does not con
stitute an interruption in business use. Substantiation of deductions or credits,
where records have been lost, can be reasonably reconstructed. Employers may not
rely on employee statements setting forth required information if employers know
that the statements are not based on "adequate contemporaneous records". For farm
ers with vehicles regularly used in the business of farming, they can keep records
of personal use, or keep no records and treat 80 percent of the use of the vehicle
as business and 20 percent as personal. Automobiles used by farmers may be covered
by the special 70/30 percent rule for sales and service automobiles. Vehicles used
in trade or business and kept at the employer's business premises, will not require
taxpayers to maintain a log. There is the requirement that the employer have a
policy against personal use of business vehicles. The proposal also contains infor
mation on commuting use of business vehicles, sales and service vehicles, personal
use of vehicle by employee, and fringe benefits. For further information relating
to substantiation requirements, contact Michel Daze at 202/566-3918. For infor
mation relating to the taxation of fringe benefits, contact Annettee Guarisco at
202/566-3918.
Temporary income tax regulations relating to an alternative method for determining the
Federal short-term, mid-term and long-term rates of interest under the Code have
recently been issued by the IRS (see the 2/19/85 Fed. Reg., pp. 6937-39). As a
result of the recent decline in interest rates sections of the Code that depend
on the "applicable Federal rate" generate results inconsistent with the purposes
of those sections. Therefore, the IRS is providing an alternate method for deter
mining the rates. A rate computed under this alternate method will supersede a
higher rate computed under the statutory rate and will be operative only under
such circumstances. The regulations are effective for taxable years beginning
after 12/31/84. For further information contact Ewan Purkiss at 202/566-3238.
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The question of whether a company can obtain the use of surplus assets in a defined
benefit pension plan without terminating the plan is being reviewed jointly by
the IRS, the Department of Labor and the Pension Benefit Guaranty Corporation.
The agencies have recently noted statements suggesting that such transfers were
allowable. An IRS information letter has been construed as allowing the uninhibit
ed transfer of surplus assets from a defined benefit pension plan to a defined
contribution plan and the use of the transferred funds for the purposes such as
to satisfy the plan sponsor’s matching obligation to make contributions under a
thrift savings plan. After the agencies review the implications of asset trans
fers, appropriate guidance will be issued. To avoid misunderstanding, attention
has been called to the following points, the May 1984 guidelines have not been
altered or weakened and information letters are not legal authority on which tax
payers may rely. Lastly, the transfer of funds between plans is subject to the
requirements of ERISA as well as the Code. Plan sponsors should be aware that
under ERISA, "the assets of a plan shall never inure to the benefit of any employer
and shall be held for the exclusive purposes of providing benefits to participants
in the plan and their beneficiaries and defraying reasonable expenses of adminis
tering the plan." DOL has ruled that plan-to-plan asset transfers may violate
sections of ERISA. For further information contact the IRS Public Affairs Office
at 202/566-4024.

SPECIAL:

ACCOUNTING OVERSIGHT HEARINGS BEGIN

Congressional hearings, described by Rep. John D. Dingell (D-MI) as "regarding the
effectiveness of independent accountants who audit publicly-held companies and the
effectiveness of the SEC vhich audits those accountants" , began with a hearing con
ducted by Dingell's own House Committee on Energy and Commerce in Washington, D.C.
on 2/20/85. Among the areas described by Dingell as subjects for current and
future inquiry were: the "actual workings of the present audit system", independence
and management advisory services, establishment of accounting standards, and whether
"the present self-regulatory system is adequate to protect the public". Finally,
according to Rep. Dingell, "We must inquire about the performance of the Securities
and Exchange Commission in meeting its auditing and accounting responsibilities."
The first panel of witnesses for the 2/20/85 hearing included Dr. Robert Chatov,
Associate Professor, S.U.N.Y. Amherst, N.Y. and Dr. Abraham J. Briloff, City
University of New York, N.Y. Dr. Chatov was critical of auditors providing clients
with management advisory services and he suggested that auditors should be assigned
and rotated by the SEC. Dr. Briloff also criticized auditors
provide audit
and non-audit services to the same clients. Other witnesses included Mr. Donald
S. Kirk, Chairman, Financial Accounting Standards Board and Mr. Frederick D. Wolf,
Director, Accounting and Financial Management Division, General Accounting Office.
Mr. Kirk focused his remarks by discussing the role of the FASB in financial
reporting, describing its procedures for issuing standards and outlining the FASB’s
relationship to its constituencies and federal agencies, including the SEC. Mr.
Wolf limited his remarks to information on Federal entities "which set accounting
and auditing standards affecting publicly-held companies." He also forcast a GAO
plan to study business practices in certain foreign countries. The AICPA will
testify at the next hearing by Rep. Dingell's Committee, scheduled for 3/6/85.
Other scheduled witnesses include representatives of the SEC, the Editor of the
Public Accounting Report, Mr. Eli Mason, CPA, Managing Partner of Mason & Company,
CPAs, New York, and the Public Oversight Board of the SEC Practice Section of the
Division for CPA Firms.
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SPECIAL: BILLS SEEK TO BLOCK "REVOLVING DOOR” FOR FEDERAL EMPLOYEES
S. 430, a bill "to limit the employment by Government contractors of certain former
Government personnel", was introduced by Sen. David Pryor (D-AK) on 2/21/85. Co
sponsored by Sen. Charles Grassley (R-IA), the bill would require as a part of
all Government contracts a standard clause which all contractors must agree to
when they do business with an agency of the U.S. Government. This clause, accord
ing to Sen. Pryor would prohibit a contractor from hiring a Federal employee or
member of the uniformed services who had substantative procurement responsibility
relative to that contractor for a period of five years from the termination of that
contract. If the contract period should exceed the separation date of the employee
in question, then the prohibited period would be five years from the date of that
separation. Sen. Pryor stated, "Our intent is not to simply discourage the practice
of employees resigning to accept questionable employment. We want it stopped, as
do taxpayers. This is why our bill contains stiff damages for violations which
would be assessed against the contractor and determined by multiplying the employee's
annual salary times the number of days he or she worked in violation of the law."
A similar bill, H.R. 1201, the "Revolving Door Reform Act of 1985", was also intro
duced by Rep. Barbara Boxer (D-CA). No hearings on either bill have yet been
scheduled.

For additional information, please contact Stephanie McCarthy, Gina Rosasco, or
Nick Nichols at 202/872-8190.
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